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President Alvaro Arzu, who took office on Jan. 14, is facing widespread protests by labor and
campesino groups against the government's fiscal policies. According to labor leaders, the
unions are unwilling to give the new government a honeymoon period given that desperate
social conditions have pushed lower-income groups to the breaking point, making immediate
implementation of anti-poverty measures essential. In his inauguration speech, President Arzu
deliberately stressed that he recognizes the desperate conditions faced by the majority of the
population. But he appealed to the country's labor and campesino groups to grant the incoming
government time to deal with the nation's ills.
"Guatemala's economic situation is extremely difficult, it's critical," said Arzu. "But my
administration needs time to thoroughly analyze the problems and implement solutions."
Nevertheless, despite the president's pleas, the new administration has been bombarded by
work stoppages in the public sector, threats of strikes in the private sector, land invasions in the
countryside, and street demonstrations by grassroots organizations demanding an immediate
change in some key economic policies that the incoming government inherited from the previous
administration.
In the public sector, work stoppages have affected state hospitals in the capital, middle schools
around the country, and the court system in both urban and rural areas. In all three cases, the
unions' central demand is for wage hikes, although labor leaders are also seeking improvement
in working conditions and other labor benefits. In the health sector, workers at the two huge state
hospitals in Guatemala City San Juan de Dios and Roosevelt- -shut down outpatient services on Jan.
12 to demand that the nation's 22,000 public-health workers be granted 100% wage hikes, plus a 43%
increase in the monthly bonus payment that each worker receives in addition to the base salary. (All
civil servants have their monthly wages supplemented by bonuses, which are not included when
calculating a worker's retirement and social-security benefits.)
At present, the total minimum wage for health workers including base salary and bonuses is
Q761 (US$126) per month. With the raises, the total monthly salary for health workers would
climb to Q1,322, or US$220. On Jan. 17, the new minister of health, Marco Tulio Sosa, agreed to
begin negotiations with the union, which led to the temporary reopening of outpatient services
in the capital. But the union warned that if talks fail, all of the country's 32 public hospitals and
health clinics will be completely shut down, with the exception of emergency services. In the
public schools, 10,000 junior high school teachers grouped in the Sindicato de Educadores de
Ensenanza Media (SEEM) declared themselves in "permanent assembly" (asamblea permanente)
in early January, which means that teachers show up for work each day but refuse to teach their
classes. SEEM has requested that the Ministry of Labor grant the union a strike permit, which is
automatically conceded if the Ministry's inspector general determines that three-fourths of the
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union, or 7,500 SEEM members, support the labor action. The teachers are demanding 50% raises for
all teachers, including elementary and high school educators.
The petition is supported by teachers in the other grade levels, and if the Labor Ministry declares
the strike legal, the elementary and high school teachers' unions could join the movement at that
time. In the judiciary, the 3,700-member Sindicato de Trabajadores del Organismo Judicial (STOJ)
also asked the Labor Ministry on Jan. 19 to grant legal permission for a strike, although unlike the
teachers' union, the court workers have not yet declared themselves in permanent assembly. STOJ
is demanding an Q800 per month (US$133) raise for all its members. Meanwhile, in the countryside,
land invasions by poor farm workers and landless campesinos have affected more than a dozen
large farms around the country since early January, continuing a trend that began in early 1995.
From February- April of last year, campesino groups led by the Coordinadora Nacional Indigena y
Campesino (CONIC) and the Comite de Unidad Campesina (CUC) invaded more than 100 farms in
nine of the country's 22 departments, especially along the agriculturally rich South Coast, where the
large agroexport estates are concentrated (see NotiSur, 11/09/95).
In most of those disputes, the campesinos were forcibly evicted by riot police. Sporadic land
invasions continued throughout the year, including three large-scale invasions in late November.
But the wave of squatter movements that began in early January of this year may be the start of
a new nationwide push by campesino groups similar to the surge that gripped the country at the
beginning of 1995. Indeed, the new government has moved swiftly to evict squatters in an effort to
stunt the movement before it mushrooms out of control. On Feb. 2, for example, riot police evicted
some 200 campesino families from two farms in the western department of San Marcos that the
squatters had invaded in the first half of January.
The eviction, which led to the arrest of nearly two dozen campesino leaders, provoked two days
of protests by the campesinos, who blocked traffic on highways in the area in a show of defiance.
Finally, in addition to the union and campesino movements, grassroots organizations launched
street demonstrations at the end of January to push the new government to roll back some of the
conservative economic policies that it inherited from the previous government. On Jan. 1, the valueadded tax (impuesto al valor agregado, IVA) was raised from 7% to 10% for all goods and services
as part of a fiscal reform approved last year by ex-president Ramiro de Leon's administration (see
NotiSur, 05/11/95 and 02/22/96). The increase in the IVA ignited an inflationary spiral for most goods
and services that far surpasses the three-percentage-point tax increase, with retailers around the
country speculatively raising their prices by up to 300% for many basic products. In the first week of
January, the government reported that on average consumer prices jumped by 30%.
The increase in the IVA and the inflationary spiral caused outrage among the country's grassroots
organizations, which demanded that the government rescind the tax hike, impose price controls on
businesses with severe penalties against violators, and grant an across-the-board increase of 30%
in the country's minimum wages. About 1,000 members of the Central General de Trabajadores de
Guatemala (CGTG) held a protest march in downtown Guatemala City on Jan. 25. And on Jan. 31,
about 5,000 members of the Unidad de Accion Sindical y Popular (UASP) an umbrella organization
for campesino, labor, and grassroots groups that claims about 1 million members nationwide also
demonstrated in front of the National Congress to demand that legislators replace the increase in
the IVA with a hike in direct taxes on the wealthy.
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Congressional representatives from the leftist Frente Democratico Nueva Guatemala (FDNG) which
won six seats in the legislature in the November general elections led the UASP demonstration. In
speeches at the UASP rally, the FDNG deputies promised to present bills in Congress that would
rescind the IVA increase and replace it with a hike in the income tax from the 30% rate now in effect
to 34%, plus a 1.5% tax on the net assets of businesses. The net-assets tax had first been proposed
by de Leon in his original tax reform proposal last year, but that tax was eliminated from the fiscal
measures later approved by the legislature. "What we intend in the case of the 1.5% tax on fixed
capital is to reactivate it so that business, industry, and commerce contribute in accordance with
what they have," said FDNG representative Nineth Montenegro, who stressed that the tax system
must emphasize direct taxes over indirect levies to make the tax burden more just. "We can't keep
only punishing the poor to maintain the state."
According to the Finance Ministry, 78.7% of the expected tax revenue in 1996 will come from indirect
taxes paid by the general population, while direct taxes on wealth and income will account for
only 21.3%. The FDNG legislators, however, will fight an uphill battle to make the tax system more
just, given that the governing Partido de Avanzada Nacional (PAN) which controls an absolute
majority in Congress refuses to rescind the IVA increase, and it has so far resisted any raise in direct
taxes. "We know we have a long, difficult battle ahead, because the private sector and conservative
political groups will adamantly oppose us," said Montenegro. "Nevertheless, we are going to clearly
stake out our position, because this is the first time that the lower-income groups that we represent
have a vehicle in Congress through which to present legislative initiatives."
According to labor and campesino leaders, the strikes and protests that began in January reflect
a general reluctance to provide the Arzu administration with the kind of honeymoon period that
accompanied the inauguration of previous civilian governments. "We refuse to give the government
a resting period," read a communique published in mid-January by the Gran Alianza Sindical
(GAS), an umbrella group that includes most of the country's large labor confederations. "The
new government must immediately lower the cost of living or, alternatively, increase wages by a
minimum of 30%."
Labor leaders cite two broad reasons for impatience among opposition groups general distrust
of Arzu by labor and campesino groups, combined with the president's lack of a clear popular
mandate. These have undercut the willingness of opposition organizations to grant the new
government the benefit of the doubt. Arzu was elected by the direct vote of only 18% of the
registered electorate, and just 9% of the voting-age population (see NotiSur, 01/12/96). "Arzu's
government does not represent the people, and the low voter turnout reflects their rejection of him
as a candidate," said UASP head Sergio Guzman. "PAN is made up of right-wing groups that have
an interest in meeting the needs of the private sector."
Indeed, the government's lack of response to demands to lower the IVA, plus some other adverse
economic measures since January, have contributed to the distrust of labor organizations.
While PAN adamantly supports the IVA increase, in his inaugural speech Arzu promised to use
PAN's congressional majority to lower the IVA back to 7% for basic-basket foods and medicines,
maintaining the tax at 10% for all other products and services. Nevertheless, the government has
yet to make good on its promise. In addition, on Feb. 13 Agriculture Minister Luis Reyes Mayen laid
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off 1,484 workers from the Direccion General de Servicios Agricolas (DIGESA), which is run by his
ministry.
Public-sector unions fear the layoffs mark the start of a broad effort to cut back the civil servant
work force to modernize the state. "Downsizing the government at the cost of the unemployment
of thousands of workers will lead to a higher poverty rate," warned the UASP's Guzman. "We
will aggressively mobilize labor groups to oppose the neoliberal policies Arzu is planning to
implement." On the other hand, sheer economic hardship has already pushed lower-income groups
to the brink of desperation. About 90% of the Guatemalan population is officially recognized as
living below the poverty line, and the government's wage policies have done little to improve living
standards.
On Jan. 1, simultaneously with the increase in the IVA, minimum wages were raised by 10%, to
Q15.95 (US$2.66) per day for farm workers and to Q17.60 (US$2.93) for the urban work force. But
labor and campesino leaders say that even with the increase, current minimum wages represent
about half of what a worker needs to satisfy basic daily requirements. In fact, a new survey of
poverty levels in Central America by the German news service Deutsche Press Agentur (DPA) found
that minimum wages throughout the region represent only 42% of the income needed by a family of
four to satisfy its basic needs.
In Guatemala, the situation is worse than in some of the other Central American countries.
According to the DPA, on average a family of four in Guatemala earns US$85 per month, which
represents barely 31% of the amount needed to satisfy basic needs. The DPA estimates that the
minimum monthly costs for a four-member family is US$279, meaning that on average Guatemalan
families face a monthly deficit of US$194. As a result, most grassroots leaders say the increase in the
IVA and other conservative policies are tantamount to pouring salt on an open wound.
"The tax increase is a heavy blow for the population, especially for the poorest people," said
Fernando Gamalero, bishop of the South Coast province of Escuintla, the site of numerous
campesino and union protests. "I don't think this is the time for any kind of increase. This year is
going to be very hard, because wages are not going to go up in the same proportion. It's a dangerous
situation." [Sources: United Press International, 12/28/95; Human rights update (Guatemala),
01/12/96; Central America Report (Guatemala), 12/08/95, 01/19/96; Associated Press, 01/21/96;
Cerigua News Briefs (Guatemala), 11/30/95, 02/01/96; Inforpress Centroamericana (Guatemala),
11/16/95, 11/23/95, 12/07/95, 01/11/96, 01/18/96, 01/25/96, 02/01/96, 02/08/96; Agence France-Presse,
11/30/95, 01/03/96, 01/06/96, 01/09/96, 01/15/96, 01/20/96, 01/25/96, 01/31/96, 02/17/96; Agencia
Centroamericana de Noticias-Spanish news service EFE, 01/14/96, 01/18/96, 01/19/96, 01/23/96,
01/26/96, 02/13/96, 02/24/96]
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